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Abstract
In2004,10newcountrieswereadmittedtotheEU.Convergenceofthenewcoun-
triesandthe15existingEUcountriesisoccurringinsomeareas.Itislikelythat
thegapbetweenthenewEUmembersandthenewaccessioncountrieswillnot
narrow.Economictransitioninthe10CEEB(countriesofCentralandEastern
Europe)wasinitiallyassociatedwithdeeprecessions,andithassinceprogressed
ataveryunevenpaceacrosstheCEEs.Theapparentsuccessofsometransition
countrieshasresultedfromrelativelybetterinitialconditions,buteventhose
countrieshaveonlyrecentlyreachedtheirpre-transitionGDPlevels.TheGDPsin
otherCEEBarestillbelowpre-transitionlevels.RealizingconvergenceintheEUas
awholeandreapingthebenefitsofEUexpansionwillnotoccurinthenearfuture
butwillneedsometime.
1.INTRODUCTION
TheprocessofEuropeaneconomicandpoliticalintegrationhasbeen
ongoingandextendedtoCEEB.In2004,10CEEcountriesjoinedtheEU.
AllofthemhadadmittedtoparticipateintheWorldTradeOrganization
(WTO),andsomehavebeenalreadyadmittedtotheOrganisationfor
EconomicCo-operationandDevelopment(OECD)andNATO.Forcoun-
tries,thisintegrationhasbeenmadebyeconomicandpoliticalreforms
thathaveledtotheinstitutionalconvergenceofCEEBcountriestoward
Westerneconomicandpoliticalinstitutions.
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[CEEcountrieswelcomeEUparticipationbecauseitdiminishestheriskof
conflictsarisingfromideologicalandsystemicdifferencesbetweencoun-
tries.EuropeatIasthasthechancetobecomeanareaofpeaceandstabi1-
ity.However,therearesomeproblemsassociatedwiththisintegration.
Economicdifferencesareoneofthem.
ThemajoreconomicdifferencebetweenCEEcountriesandtheEU,and
amongCEEBcounties,istheirlevelofeconomicdevelopment,whichstill
varieslar°gely.Thishasresultednotonlylimitedinindustrialization,less
developedphysicalandinstitutionalinfrastructui°es,andweakerentre-
preneurialtraditionsinalmostallCEEscountries,whichremainedpoor
andbackwardrelativetoEUandotherdevelopedcountries.Thispaper
analysestheeconomicconvergenceandevaluateswhetherornotpartici-
pationismerited.
Thispaperisstructuredasfollows:anexaminationofthelikelyimpact
ofEUexpansiononeconomicdisparitiesamongtheCEEB,followedbyan
empiricalmethodforperformingsuchanassessment,followedbyresults
andanalysisandabriefsummary.
II.EMPIRICALAPPROACH
ThereisnodoubtthatEUmembershipwillstabilizedemocracyinac-
cessioncountriesandsty°engthenthepoliticalsituationinEurope.
However,itisanotherproblemandshouldbeanalysedcarefullytodeter-
minewhethermembershipwillaccelerategrowthandsignificantlyaid
thecatching-upprocess.
ThedecisiontoexpandtheEUwasmotivatedbyimportanteconomic
andpoliticalbenefitsthatcanhegainedfromexpansion.Theearlierlit-
eratureonEtTenlargementhasbeenmostlyconcernedwithnegativecon-
sequencesfor・EUcountries.Recentlythistrendhaschanged.Manynew
studieshavedemonstratedthatthebenefitsofEUexpansionwillexceed
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thecostsforbothexistingEUandnewaccessioncountries(Baldwin,et
al.,1997;Breuss,2001,2004;Read,2002).Theexpansionofthe'Single
Market'willresultinincreasedcompetitivepressurefortheaccession
countriesand-toalesserdegree-theoriginal15countriesoftheEU.It
shouldbenotedtherewouldbewinnersandlosers.
AverageincomeintheCEEBisstillmuchlowerthaninEUcountries'.
OneapproachistoestimatethespeedofconvergenceofCEEincomelev-
elstowardEUincomelevelsonthebasisoftheobserveddifferencesbe-
tweenthegrowthpaths.Thestandardequationusedforthispurpose
followsBarroandSala-i-Martin(1992)andInghametal.(2002).
(1/T)1n(y亘/yi、.T)=α 一(1/T)(1-e『βT)ln(yit.T)+ε (1)
where,iisregion,tistime,yisGDPpercapita,Tislengthoftimebe-
tweenobservations,andεisadisturbanceterm.
First,thispapertestsequation(1)foracross-sectionof14EUcountries
(withoutLuxembourg)and10newEUparticipantcountries.Thesample
periodisdividedintothreeperiods.Oneisfrom1992to1998.In1992,the
MaastrichtTreatywassigned.Sincethen,marketintegrationhasbeen
realizedrapidly.Forexample,labourmobility,whichrelatestothispa-
per'slatersubject,hasincreased.In1999,currencyintegration,namely,
theEurowasintroduced.Thesecondperiodisfrom1999to2003andthe
lastis1992-2003.
Next,theanalysisconsidersemployment,whichisalsoanimportant
elementforEUandCEEcountries.Structuraltransformationinthe
CEEBisintendedtoimprovestabilityandrobustnessofCEEeconomies
andtoenhancetheirinternationalcompetitiveness.Inthiscontext,itis
importanttocompareemploymentintheCEEBwiththatintheEU".The
equationandthemethodareidenticaltoequation(1).
3 ・'
(1/T)In(unemploymenti,/yi,T)=
α 一(1/T)(1-e「 βT)ln(unemploymenti電.T)+ε (2)
Thevariableemploymentisanemploymentrate.
Becauseofdataavailability,thedataforCzecharefrom1993and
SlovakRepublicdataarefrom1994.Accordingtotheseequations,ifβis
positive,thereisunconditionalconvergence.
III.RESULTSANDINTERPRETATION
TheresultsarepresentedinTable1(GDPpercapita)andTable2
(Employment).Thereissignificantevidencethatsomeconvergencehas
beenongoingacrossEUregions.Onthecontrary,thereappearstohave
beendivergenceamongtheCEEs.Thedisparitiesbetweenthenewmem-
hers'levelsofeconomicdevelopmentwillcontinuetogrowconsiderably.
IftheresultsareatruereflectionofthoseintheotherCEEcountriesor
EUapplicantcountries,theresultsofthisanalysissuggestthatcohesion
andtheconvergencenecessarytoachieveitwillremainverymuchatthe
TablelNon-linearleastsquaresconvergenceregressionsl'orGDPpercapita
Period a R2 F
EU-15 1992-2003 0.0160
(6.027)
0.793 65.327
1992-1998 0.Ol48
(5.982
0.665 60.112
1998-2003 0.0187
(8.923)
0.813 89.238
CEEB
一
1992-2003
-一 　 　 　 一 一
一〇.0092
(2.402)一一一
0.529
一
20.121
1992-1998 一〇.oils
(2.555)
0.544 25.827
一 一一
1998-2003 一〇.0082
(1.fi53)
0.500 19.234
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Table2Non-linearleastsquaresconvergenceregressionsi'orGDPunemployment
Period a R3 F
Et1-15 1992-20030.0487
(7.238)
0.553 102.735
1992-19980.0400
(4.763)
0.443 45.984
1998-20030.0662
(8.541)
0.665 120.432
CEEs 1992-2003111:
(2.231)
0.297 10.371
1992-1998一〇.0103
(2.333)
0.321 13.249
1998-2003一〇.0065
(1.538)
0.276 7.496
foreofconcerninanexpandedUnion.Thewideeconomicdisparitiesbe-
tweentheoldandthenewEuropewilladdtotheproblemsofaddressing
povertyinEurope.
MajormetropolitanareasintheCEEBhaveenjoyedsignificantin-
creasesinsomesectors(e.g.,servicesectoremployment)withhighlevels
ofinvestment,skilledlabourforces,betterinfrastructure,andfavourable
locations.However,mostareasintheCEEBexperiencingthesebenefits
(Rosati,2004).Thiswillbeaseriousproblem.
Thecurrentmacroeconomicsituationinthenewaccessioncountries,
however,isbroadlycharacterizedbysustainablegrowthunderpinnedby
rapidlyincreasinglabourproductivity,aslowdownininflationtosingle
digitrates,andmoderateexternalcurrentaccountimbalances,financed
largelythroughdirectinvestinflows.Thesituationhasbeenchanging
gradually.
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IV.Conclusions
ConvergenceisnotoccurringamongtheCEEB.Itislikelythatthegap
willnotnarrowsoon.Economictransitionwasinitiallyassociatedwith
deeprecessions,andithassinceprogressedataveryunevenpaceacross
theCEEB.Theapparentsuccessofsometransitioncountries(e.g.,
Poland,Slovenia,Hungary)hasbeenthecombinedresultofrelatively
betterinitialconditions.Eventhosecountries,however,haveonlyre-
Gentlyreachedtheirpre-transitionGDPlevels.GDPinother°CEEBisstill
belowpre-transitionlevels.Muchmoreeffortandstructuralchangewill
beneededtoimprovecompetitivenessfortheCEEB.
1JUexpansionwillactlikeanexogenousshock,causingasymmetric
disturbancesintheEU.'Phiscouldhalttheprocessofbusinesscyclesyn-
chronizationandimpairmonetarypolicyintheeuro-zone(see,forexam-
ple,AgrestiandMojon,2003).ThereissomepossibilitythatEU
expansionwillnotrealizeimprovedwelfareforEUcountriesasawhole.
Notes
1.Thereareseveralexplanationsforthispooreconomicperformance,al-
thoughtheprincipaldeterminantwasundoubtedlytheprocessofeconomic
andinstitutionaltransitionnecessitatedbyCEEs'structuraltransforma-
tionfromcentrallyplannedandcommand-basedtoonesthataremoremar-
ket-oriented.
2.TherearefearsamongthepeopleoftheCEEsthattheseinequalitieswillin-
creasefurtherbyjoiningtheEU.Juchler(1999)statedthatitisexpected
thatthebenefitswillbedistributedunevenlyandinfavourofenti°epreneurs
andofficials,whereasagriculturalworkers,thepoor,manualworkers,and
employeesofstateenterprisesareseenaslikelylosers.
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